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The objective of this research was to examine and analyze the influence of firm size, 
budgeting policy, risk-based capital, net premium growth, and firm profit on the firm 
value of insurance companies listed on the Indonesia Stock Exchange. The population 
was all 9 insurance companies listed on the Indonesia Stock Exchange in the period from 
2005 until 2016, and all of them were used as the samples. The data were analyzed by 
using multiple linear regression analysis with an E-views 7 software. The research results 
demonstrated that firm size, budgeting policy, risk-based capital, net premium growth, 
and firm profit simultaneously had significant influence on firm value. Partially, only firm 
size and profit had significant but negative influence on firm value. Budgeting policy, 
risk-based capital, and net premium growth had insignificant influence on firm value. The 
determining coefficient was 62.25% which indicated that firm size, budgeting policy, risk-
based capital, net premium growth, and firm profit simultaneously had influence of 
62.25% on firm value, and the remaining 37.45% was influenced by other factors 
excluded from the variables in this research. 
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The company certainly has the main goal is to optimize the value of the company. 
The company aims to welfare shareholders by increasing the value of the company. High 
corporate values show high shareholder prosperity. Firms are investors' perceptions of the 
success rate of firms that are often associated with stock prices. High corporate value will 
make the market believe not only in the company's current performance but also on the 
future prospects of the company. Investors will be more interested in buying securities in 
companies that have maximum corporate value. So with a high value of the company will 
encourage investors in investing in the company. In this case it can be seen the value of 
insurance companies that occurred during the year 2011 to 2016, where the value of PER 
formed from the ratio of the price of shares of shares with profit per share as follows: 
Table. 1.1 Insurance Company Value 
No Kode 
PER 
2011 2012 2013 2014 2015 2016 
1 ASJT 4,88 21,22 4,53 5,29 3,93 6,34 
2 MREI 1,25 9,69 19,59 17,77 15,42 15,34 
3 ABDA 2,47 17,42 25,59 18,43 24,39 24,74 
4 AHAP 1,73 3,90 9,48 22,70 75,41 68,84 
5 ASRM 2,24 6,11 5,76 7,73 7,32 6,70 
6 ASBI 9,62 4,27 19,87 2,72 13,92 13,85 
7 AMAG 1,76 3,76 6,32 9,81 9,22 11,09 
8 LPGI 1,79 6,21 9,12 10,14 -202,90 -213,23 
9 ASDM 2,19 3,86 6,83 4,97 6,99 6,60 
Source: IDX 2017 data processed 
The above data shows that the value of the company fluctuates from 2011 to 2016, 
as in Dayin Insurance Company Mitra Tbk, the value of the company in 2011 is the 
lowest at 1.25 and the highest in the company Asuransi Bintang Tbk sebesart 9.62. But 
there is also the value of the company minus seen in 2015 and 2016 that is at Lippo 
Insurance Company Insurance Tbk each of -202.90 and -213.23 so that a negative value 
will impact on the confidence of the number of investors who will invest funds in the 
company. 
Firm size is a factor that affects firm value. Decisions concerning the size of the 
company will result in the price level of the company's stock. In general, size can be 
interpreted as a comparison of the size or magnitude of an object. If this understanding is 
connected to a company or organization, then the size of the company can be interpreted 
as a comparison of the size or size of the business of a company or organization. 
The company must also be able to maximize the existing resources in order to 
increase the company's profit so that the cost required in the framework is very much then 
the funding policy is in need. The funding policy is a decision on finding the source of 
funds to finance the investment and determining how much the composition of the 
funding source will be used. Funding comes from within, such as retained earnings, own 
capital, and cash, and some from external sources such as debt and equity. The purpose of 
funding is to fund investments. So the addition of debt will increase the value of the 
company, meaning that if a company owes the value of the company will be high. 
In addition, the insurance company in the form of a company must meet the risk 
ratio with capital of the insurance company that is Risk Based Capital (RBC). Risk Based 
Capital (RBC) is a ratio between the risk borne by the capital of the insurance company. 
RBC is a ratio stipulated by the government in accordance with the Financial Services 
Authority Regulation Number 69 / POJK.05 / 2016 on the operation of the business of 
insurance companies, sharia insurance companies, reinsurance companies and reinsurance 
companies sharia. 
The growth of premiums earned by an insurance company can be a benchmark in 
terms of whether or not the company grows financially, because basically, insurance 
companies earn income from how many premiums can enter the company. So also with 
the profit can be used as a control tool for management, can also be utilized by the 
internal as a basis in decision making. Companies must keep growing in order to always 
provide higher prosperity for shareholders. Therefore, the company will always need 
funds with a very large amount to encourage increased profits in the company. 
Based on this description, there are variables that influence the value of the 
company above, so this study aims to examine and analyze the effect of firm size, funding 
policy, risk based capital (RBC), growth of premiums, and corporate profits 
simultaneously and partially to firm value at insurance companies listed on the Indonesia 
Stock Exchange. 
From the purpose of this research, the alternative hypothesis limits are proposed: 
1. The size of the Company with Ln Total Assets proxy affects the company's value. 
2. Funding policy with the proxy of total liabilities / equity affects the value of the 
company. 
3. Risk Based Capital with a permitted proportion of wealth-obligation / BTSM affect 
the value of the company. 
4. Net Premium Growth with a proxy increase or Decrease Net Premium / Net Premium 
Previous Year has a significant effect on company value. 
5. Profit companies with sales proxy - total cost affects the value of the company. 
 
LITERATURE REVIEW 
Agency Theory 
Agency theory discusses the relationship or agency contract that occurs between the 
shareholder (principal) and the management (agent). Conflicts of interest between agents 
and principals in achieving the desired prosperity are referred to as agency problems 
 
Signaling Theory 
Signaling theory explains why firms have an incentive to provide financial statement 
information to external parties, as there is asymmetric information (information 
asymmetry) between companies and outsiders. The company (agent) knows more about 
the company (principal) and the prospect that will come than the outsider 
 
The value of the company 
The value of a firm is a price that is available in case the company is sold. Company value 
can be reflected through the stock price. The higher the stock price means the higher the 
rate of return to investors and that means the higher the company's value is also related to 
the objectives of the company itself, that is to maximize shareholder wealth (Gultom and 
Syarif, 2008). Price to book value (PBV) is one of the indicators in assessing the 
company. PBV describes how much the market appreciates the value of a company's 
stock book. PBV is a comparison of the price of a stock with a book value. PBV shows 
how far a company is able to create firm value relative to the amount of invested capital, 
so the higher the PBV ratio shows the more successful the company creates value for 
shareholders. 
 
Company Size 
The size of the company has a different effect on the value of a company's company. In 
terms of firm size, it is seen from the total assets owned by the company, which can be 
used for the operation of the company. If the company has a large asset, the management 
is more flexible in using the assets in the company. The management's freedom is 
comparable to the concerns the owner has over his assets. 
 
Funding Policy 
The funding policy is a decision on the source of funds to be used by the company. The 
source of funds is divided into two, namely the source of internal funds and external 
sources of funds. External sources of funds used by companies are debt and equity. 
 
Risk Based Capital (RBC) 
Risk Based Capital (BTBC) is a minimum amount of solvency level established, ie the 
amount of funds required to cover the risk of loss that may arise as a result of deviation in 
the management of assets and liabilities.Risk Based Capital under the Regulation of the 
Financial Services Authority Number 69 / POJK.05 / 2016 on the operation of the 
business of insurance companies, sharia insurance companies, reinsurance companies and 
reinsurance companies states that: "Risk Based Capital Risk is a measure that informs the 
level of financial security or the health of an insurance company that must be met by 
insurance companies, sharia insurance companies or sharia units is 200%. 
 
Growth of Premium Amount 
According to the Statement of Financial Accounting Standards no. 36 Accounting for Life 
Insurance, the premium is the income of the insurance company (Indonesian Institute of 
Accountants, 2007). In this study measured is the growth of premium income 
(contribution) sharia life insurance companies. The growth in premium income represents 
a sharp increase or decrease in net premium volume which gives an indication of the lack 
of stability in the company's operating activities. The net premium itself is the gross 
premium after deducting the reinsurance premium, after the reinsurance premium is 
deducted by the commission. Companies that succeed in obtaining a large net premium 
will usually earn substantial profits (Kirmizi & Agus, 2011). 
 
Corporate profits 
Profit is the positive difference between income in a period and the costs incurred to bring 
in profits. Chariri and Ghozali (2007) disclose the understanding of profits embraced by 
the current accounting structure is accounting profit which is the difference in the 
measurement of income and expenses 
 
 
 
 
 
MATERIALS AND METHODS 
Method of collecting data 
The research is a causal associative research (causal research). Causal associative 
research is a study that aims to analyze the relationship between variables or the influence 
of one variable against another variable (Umar, 2007). The variables studied are 
Company Size, Funding Policy, Risk Based Capital (RBC), Growth of Total Premium 
and Company Profit as independent variable (X), while Company Value as dependent 
variable (Y). This study was conducted at an insurance company listed on the Indonesia 
Stock Exchange. Observation period is year 2005 - 2016. Population in this research is all 
insurance companies listed in BEI year 2005 - 2016. Sampling using census method, that 
is total of population is research sample. 
Data analysis method 
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Where : 
Y = Company Value (PER) 
X1 = Company Size (TA) 
X2 = Funding Policy (DER) 
X3 = Risk Based Capital (RBC) 
X4 = Growth of Premium Amount (PJP) 
X5 = Corporate Profit (PR) 
β0 = Constants 
ß 1- β5 = Regression coefficient 
e = Error 
Perform hypothesis testing with multiple regression analysis, then testing the classical 
assumption test needs to be done. Classic assumption test includes normality test, 
multicolinearity test, heterokesdastisity test and autocorrelation test. (1) Normality can be 
tested by statistical test using the Jarque-Bera (J-B) test. In this study, the probability 
level used α = 0.05, the data said to have been normally distributed when the significance 
value is greater than 0.05. (2) Multicollinearity is tested using correlation value approach 
if independent variable is correlation high enough, that is above 0.8, then this is an 
indication of multicollinearity (3) heterokesdastisitas test done with Glejser test where If 
all Probability value (Probability ) <0.05, which means symptoms of heteroscedasticity. 
Conversely, if all Prob (> Probability) values> 0.05, which means no symptoms of 
heteroscedasticity. (4) Test autocorrelation by using Durbin-Watson test. The statistical 
value of the Durbin-Watson test ranges between 0 and 4. The statistical value of the 
Durbin-Watson test that is smaller than 1 or greater than 3 indicates an autocorrelation 
problem. 
Hypothesis testing is done through (1) test of coefficient of determination (Adjusted R2), 
where the value of coefficient of determination is between zero and one which mean 
value which close to one mean independent variables give almost all information needed 
to predict the dependent variable. (2) statistical test F (Simultaneous Significance Test) 
where if Significant value <0.05 then Ha is accepted and H0 is rejected, and (3) statistical 
test t (Partial Significance Test) where if t count> t table or sig value. <0.05, then Ha is 
accepted. 
RESULTS 
Normality test 
The result of normality test of data on company size variable, funding policy, risk based 
capital, net premium growth and company profit obtained by normal test result by using 
Jarque-Bera test (JB) found that data have been distributed with normal is proved by JB 
statistic is 0,106437 greater than the significance level of 0.05. This means the 
assumption of normality is met. 
 
Multicollinearity Test 
The result of multicollinearity test aims to test the influence of independent variable to 
dependent variable. 
Table 5.2 Multicollinearity Test with Correlation Matrix 
 X1 X2 X3 X4 X5 
X1  1.000000  0.117917  0.517410  0.023886  0.594333 
X2  0.117917  1.000000 -0.261209 -0.017229  0.056052 
X3  0.517410 -0.261209  1.000000  0.082385  0.337319 
X4  0.023886 -0.017229  0.082385  1.000000  0.098700 
X5  0.594333  0.056052  0.337319  0.098700  1.000000 
      
Source: Software Eviews 7 Results 
The results of multicolinearity testing in Table 5.2 it can be concluded that there are no 
symptoms of multicollinearity among independent variables. This is because the 
correlation value between independent variables is not more than 0.8. 
Heterocedasticity Test 
The heteroscedasticity test aims to test whether in one regression model there is a 
resonance of residual variance from one observation to another. Detection of presence or 
absence of heteroscedasticity can be done by Glejser test. The following test results 
Glejser. 
 
 
 
Table 5.3 Heteroskedasticity Test (Glejser Test) 
Variable Coefficient Std. Error t-Statistic Prob.   
          
C 1.245129 0.701766 1.774280 0.0804 
X1 -0.004916 0.057523 -0.085465 0.9321 
X2 -0.048487 0.199945 -0.242502 0.8091 
X3 0.024222 0.040992 0.590888 0.5565 
X4 -3.33E-05 0.000600 -0.055476 0.9559 
X5 -0.169856 0.178992 -0.948960 0.3460 
     
Source: Software Eviews 7 Results 
Based on the Glejser test results in Table 5.3, all Prob values> 0.05 are known, which 
means no heteroscedasticity symptoms. 
 
Autocorrelation Test 
Autocorrelation test using Durbin-Watson test. The statistical value of the Durbin-Watson 
test ranges between 0 and 4. According to Ajija (2011) the statistical value of the Durbin-
Watson test is smaller than 1 or greater than 3 in the indication of an autocorrelation. 
 
Table 5.4 Autocorrelation Test with Durbin-Watson Test 
Log likelihood -1.166429     Hannan-Quinn 
criter. 
0.250305 
      Durbin-Watson stat 1.966320 
Source: Software Eviews 7 Results 
According to Table 5.4, the value of the Durbin-Watson statistic is 1.966320. Note that 
since the Durbin-Watson statistic value lies between 1 and 3, ie 1 <1.966320 <3, then 
non-autocorrelation assumptions are met. In other words, there are no symptoms of high 
autocorrelation in residuals. 
Determination of Model Estimation between Common Effect Model (CEM) and 
Fixed Effect Model (FEM) with Chow Test 
Determine whether the CEM or FEM estimation model in forming the regression model, 
then used Chow test. The hypothesis is tested as follows. 
H0: CEM model is better than FEM model. 
H1: FEM model is better than CEM model 
Here are the results based on Chow test using Eviews 7. 
Table 5.5 Results of Chow Test 
     
     Effects Test Statistic   d.f.  Prob.  
     
     Cross-section F 3.473051 (8,94) 0.0015 
Cross-section Chi-square 27.967417 8 0.0005 
Source: Software Eviews 7 Results 
Based on the results of the Chow test in Table 5.5, it is known that the probability value is 
0.0005. Because the probability value is 0.001 <0.05, the estimation model used is the 
fixed effect model (FEM) model. 
Determination of Model Estimation between Fixed Effect Model (FEM) and 
Random Effect Model (REM) with Hausman Test 
To determine whether the FEM or REM estimation model in forming the regression 
model, the Hausman test is used. The hypothesis is tested as follows. 
H0: REM model is better than FEM model. 
H1: FEM model is better than REM model 
Here are the results based on Hausman test using Eviews 7. 
 
Table 5.6 Results of Hausman's Test 
     
     
Test Summary 
Chi-Sq. 
Statistic Chi-Sq. d.f. Prob.  
     
     Cross-section random 26.313105 5 0.0001 
     
Source: Software Eviews 7 Results 
Based on the results of the Hausman test in Table 5.6, it is known that the probability 
value is 0.0001. Because probability value 0.0001 <0,05, then model estimation used is 
model of random effect model (REM). 
Hypothesis Results 
In testing the hypothesis, will be analyzed coefficient of determination, simultaneous 
influence test (F test), and partial effect test (t test). The statistical values of the 
coefficient of determination, F test, and t test are presented in Table 5.7 
     
     Variable Coefficient Std. Error t-Statistic Prob.   
     
     C 4.597282 0.528789 8.693978 0.0000 
X1 -0.239625 0.050965 -4.701790 0.0000 
X2 -0.000235 0.000182 -0.319383 0.7501 
X3 0.000632 0.000371 1.704615 0.0916 
X4 -0.203209 0.134906 -1.506307 0.1353 
X5 -0.138992 0.061350 -2.265567 0.0258 
 Effects Specification   
     
     Cross-section fixed (dummy variables)  
     
     
R-squared 0.625470    Mean dependent var 0.711445 
Adjusted R-squared 0.573673    S.D. dependent var 0.397681 
S.E. of regression 0.259661    Akaike info criterion 0.261540 
Sum squared resid 6.337820    Schwarz criterion 0.609224 
Log likelihood -0.123157    Hannan-Quinn criter. 0.402513 
F-statistic 12.07546    Durbin-Watson stat 1.684719 
Prob(F-statistic) 0.000000    
Source: Software Eviews 7 Results 
Coefficient of Determination (Adjusted R2) 
Based on Table 5.7, it is known that the coefficient of determination (R-squared) is R2 = 
0.625470. The value can be interpreted that Company Size, Funding Policy, Risk Based 
Capital, Net Premium Growth and Profit Company able to influence / explain the value of 
the company simultaneously or together amounted to 62.5470%, the rest of 37.4530% 
influenced by other factors not included in the research variables. 
 
Test Statistic F (Simultaneous Test) 
F test aims to examine the effect of free variables simultaneously or simultaneously to the 
dependent variable. Based on Table 5.7, the value of Prob is known. (F-statistics), ie 
0.00000 <0,05, it can be concluded that all independent variables, ie Company Size, 
Funding Policy, Risk Based Capital, Net Premium Growth and Corporate Profit 
simultaneously have a significant effect on firm value variable. 
 
Test Statistic t (Partial Test) 
The t test is used to find out whether individually or partially independent variables have 
an effect on firm value, assuming other independent variables are constant. Basic 
decision-making is: Ho rejected or Ha accepted if significant value t or p value <5%. 
Based on table 5.7 obtained regression model that is formed is as follows: 
 
Y = 4.597282- 0.239625 X1-0.000235 X2+0.000632X3 - 0.203209X4 -0.138992 X5+ e   
Where : 
Y = Company Value (PER) 
X1 = Company Size (TA) 
X2 = Funding Policy (DER) 
X3 = Risk Based Capital (RBC) 
X4 = Growth of Premium Amount (PJP) 
X5 = Corporate Profit (PR) 
β0 = Constants 
ß 1- β5 = Regression coefficient 
e = Error 
Based on the result of regression equation each variable explain that: 
1. Variables of company size and profit of each company with coefficient value is -
0.239625 and -0.138992, which is negative. The value can be interpreted that the 
variable size of the company and corporate earnings negatively affect the value of the 
company. It is seen also on the value of Prob each is 0,000 and 0.0258 ie <0.05, it is 
concluded that the size of the company and corporate earnings and significant effect 
on the variable value of the company. 
2. Variable of Funding Policy, Risk Based Capital and Net Premium Growth with 
coefficient value respectively is equal to -0,000235, 0.000632 and -0.203209 which is 
negative. The value can be interpreted that the variable of funding policy and Net 
Premium Growth have negative effect to company value while Risk Based Capital 
has positive effect to firm value. It is seen also on the value of Prob is 0.7501, 
0.0916, 0.1353 ie> 0.05, then the variable funding policy, Risk Based Capital and net 
premium growth have no significant effect on firm value. 
DISCUSSION 
The Influence of Company Size on Corporate Value 
The result of partial hypothesis testing shows that firm size with Ln Total Assets proxy 
has negative and significant effect to firm value. This is in line with the theory that the 
size of the company has an effect on the value of the company, The greater the size of the 
company is shown with Total Assets, the greater the value of the company. Large 
companies can easily access to the capital market. The ease of access to capital markets 
means that the company has the flexibility and ability to raise funds, because of the 
easiness of accessibility to the capital market and its ability to generate more funds. The 
existence of such ease is captured by the investor that the company has assets that can 
increase the value of the company. The negative effect of the results of this study suggests 
that big companies are easier to obtain funds in increasing the value of companies 
compared small companies because small companies are still considered to have 
weaknesses in terms of corporate management to increase the value of the company. In 
this study, company size is measured by using the amount of total assets where the object 
of research is an insurance company that has a very large total assets. The greater the 
asset value if it is not accompanied by the ability to manage the assets, it is possible to do 
fraud or fraud or misuse of the asset so that in certain circumstances can decrease the 
value of the company. The results of this study are in line with research conducted by 
Rudangga (2016), Sholichah (2015) and Pratama (2016) but contrary to research 
conducted by Hargiansyah (2015) which states that firm size has negative and 
insignificant effect on firm value. 
The Influence of Funding Policies on Corporate Value 
The result of hypothesis testing partially shows the Funding Policy with the proxy of total 
liabilities / equity has negative but not significant to firm value. The negative effect of the 
results of this study in accordance with the theory that the greater the value of company 
DER, the greater the risk of corporate failure. The lower the company's DER value, the 
better the company (Adams et al, 2000). This indicates that firms with high Funding rates 
tend to have low ability to fulfill their obligations. The higher this ratio means that most 
of the capital is funded from debt. This condition causes the company's value to be lower. 
The higher the funding is, the greater the risk of corporate failure. Thus, the lower the 
company's funding will be the higher the company's value, but the effect is not 
significant. The results of this study are in line with research conducted by Tarima et al 
(2016), but in contradiction to Rudangga (2016), Pertiwi (2016), Sholichah (2015) and 
Devianasari (2015) stating that the funding policy with DER proxy affects positively and 
significant to company value. 
The Effect of Risk Based Capital on Corporate Value 
The results of partial hypothesis testing shows that Risk Based Capital has positive and 
insignificant effect on firm value. The positive influence of the results of this study in 
accordance with the theory that the higher the level of corporate RBC, the higher the 
company in settling short-term debts. It can be assumed that with the smoothness of the 
company settling its obligations such as settlement of claims it can be indicated that the 
value of the company is good and vice versa if the company's obligation in settling its 
short-term debt is not realized immediately it can be indicated that the company value is 
low, the company is less in capital in meeting its obligations due. So investors have 
confidence to invest in the insurance company. This is in accordance with the Decree of 
the Financial Services Authority Number 69 / POJK.05 / 2016 concerning the operation 
of insurance companies, sharia insurance companies, reinsurance companies and 
reinsurance companies states that the greater the Risk Based Capital ratio of an insurance 
company, the healthier the financial condition of the company . 
The Effect of Net Premium Growth on Corporate Value 
The result of partial hypothesis testing shows that Net Premium Growth with the proxy of 
increase or decrease of Net Premium / Net Premium of previous year has negative and 
insignificant effect to company value. The negative effect of the results of this study 
contradicts the theory that the premium growth of insurance companies is the basis for 
measuring the number of sales on the coverage and the policies sold. This can happen 
because the incoming premium is not a fresh premium from the sales proceeds with the 
new customer but the sale of the existing policy with the persuasion agent to be able to 
get the commission (Churning). This means the incoming premium is not the premium of 
the new customer outcome, but from the sale of the policy that has not been exhausted the 
contract and re-entered into a premium. So in increasing the value of the company, the 
company must strive in obtaining a fresh premium by deploying agents or through 
bankassurance to increase sales insurance. So with the many sales that occurred 
mnyebabkan stock prices to increase the value of the company can be more leverage and 
more increased in the future. 
The Effect of Corporate Profit on Corporate Value 
The result of partial hypothesis testing shows the company profit with sales proxy - total 
cost have negative and significant effect to firm value. Negative influence of the results of 
this study contrary to the theory that the greater the profit or profit of the company the 
value of the company obtained also greater. Such a negative direction may occur if such 
profits or profits for earnings are retained and not shared with shareholders. So investors 
consider that a negative signal and impact on the value of the company. This study is in 
line with Suranta and Pranata (2003) that profitability / profit significantly negatively 
affect company value 
SUMMARY AND CONCLUSION 
Based on the results of this study, there are several things that can be concluded, among 
others: 
1. Company size, funding policy, risk based capital, net premium growth and 
corporate earnings simultaneously affect the value of companies in insurance 
companies listed on the Indonesia Stock Exchange. 
2. The size of the company with the proportion of Logarithm Natural Total Asset has 
a negative and significant effect on firm value. 
3. Funding policy with Debt Equity Ratio proxy has negative and insignificant effect 
to firm value. 
4. Risk Based Capital with a permitted wealth proxy - liability / BTSM has a positive 
and insignificant effect on company value. 
5. Net Premium Growth as measured by the proportion of increase or Decrease in 
Net Premium / Net Premium of the previous Year has a negative and insignificant 
effect on the value of the company. 
6. Company profits measured by sales-total costs have a negative and significant 
effect on firm value. 
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